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H 4897.1

SUBSTI TUTE HOUSE BI LL 2681

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By House Conmmttee on Higher Education (originally sponsored by
Representatives Kenney, Cox, Fromhold, Priest, Mrrell, Jarrett,
Anderson, O Brien, Mlintire, Rockefeller, Edwards and Haigh; by
request of Governor Locke)

READ FI RST TI ME 02/ 06/ 04.

AN ACT Relating to performance contracts with institutions of
hi gher education; adding a new chapter to Title 28B RCW and providing
an expiration date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that the higher
education system in Wshington state has historically provided
opportunities for advanced study for thousands of residents, produced
high quality scholars and graduates, and facilitated world class
research and i nnovation. But the new gl obal econony denands even nore
from our colleges and universities in terns of highly trained and
skilled workers and research to fuel future econom c growth

(2) The legislature further finds that, since 1997, public
institutions of higher education have devel oped and nai ntai ned a system
of performance nmeasures to nonitor progress in inproving graduation
efficiency, faculty productivity, student achievenent of degrees and
certifications, and other topics. However, the current performance
measurenent system is too limted in scope and scale. Only a few
nmeasures reflect the unique role and m ssion of an institution. There
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is little dialog between state policymakers and institution |eaders
regardi ng the chall enges facing our colleges and universities and the
out cones expected by the public and the state.

(3) The legislature further finds that procedures for operating
budgets, enrollnent managenent, and strategic planning for higher
education are not adequately coordinated. The state and institutions
must jointly discuss and establish clear priorities and acknow edge
potential trade-offs of funding decisions.

(4) Therefore, the legislature intends to explore a new
rel ationship between the state and public institutions of higher
education that includes dialog and negotiation over goals, priorities,
performance, and resources, and al so includes explicit conmtnents nade
by each party ainmed at achi evi ng agreed-upon outcones. The nmechani sm
to inplenment this relationship is a performance contract, to be
initiated on a pilot basis wth selected institutions beginning in
2004.

NEW SECTION. Sec. 2. As wused in this chapter, a performnce
contract:

(1) I's an agreenent reached between the governor and the governing
board of an institution of higher education, or in the case of
comunity or technical colleges the state board for comunity and
techni cal colleges, as provided in section 3 of this act and approved
by the |l egislature as provided in section 6 of this act;

(2) Addresses statewi de goals and priorities of the |egislature;

(3) Addresses resident undergraduate enroll nent |evels;

(4) Contains goals and commtnments from both the institution and
t he state;

(5) Includes quantifiable performance neasures and benchmarks; and

(6) Reflects the unique role and m ssion of the institution within
the state's higher education system

NEW SECTION. Sec. 3. (1) The governor's office with assistance
from the higher education coordinating board shall enter into
negotiations with the governi ng boards of one state research university
and one state regional university, as defined in RCW 28B. 10.016, to
create a performance contract on a pilot basis with each institution.
A governing board of a four-year institution my nomnate its
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institution for the pilot performance contract by communicating to the
gover nor and hi gher education coordinating board that it is ready and
willing to participate in the contract process. If nore than one
research and one regional wuniversity are nom nated, the governor's
office with assistance from the higher education coordinating board
shall select those institutions that offer the best opportunity for a
pilot test of the feasibility of performance contracts.

(2) The governor's office with assistance fromthe higher education
coordi nati ng board shall enter into negotiations with the state board
for community and technical colleges to create perfornmance contracts on
a pilot basis wth one state community or technical college, as defined
in RCW 28B. 10. 016. A governing board of a comunity or technica
college may nomnate its college for the pilot performance contract by
communicating to the state board that it is ready and willing to
participate in the contract process. If nore than one college is
nom nated, the state board shall select the college that offers the
best opportunity for a pilot test of the feasibility of a perfornmance
contract.

(3) In developing a contract, the negotiating team from an
institution of higher education must involve student and faculty
representatives.

(4) The term of a performance contract negotiated under this
section is six years, beginning with the 2005-06 academ c year and
ending with the 2010-11 academ c year.

(5) During the contract negotiation process, the governor's office
shall consult with the contract evaluator under section 7 of this act
to ensure the contract terns and indicators are suitable for evaluation
by 2008.

(6) The institutions shall report all data necessary to inplenent,
evaluate, and nonitor each performance contract to the office of
financial rmanagenent, the legislature, and the higher education
coordi nati ng board.

NEW SECTION. Sec. 4. (1) Performance contracts shall contain:

(a) Indicators that neasure outcones concerning cost, price,
quality, inprovenents in faculty salaries and faculty ratios, and
tinmeliness of student progress toward degrees and certifications;
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(b) Indicators that neasure the efficiency and effectiveness of
institutional processes; and

(c) Strategies, actions, and results commtted to by the
institution in order to achieve statew de goals.

(2) Exanples of possible topics that could be addressed in a
performance contract include student retention, graduation, and
conpletion rates; graduation efficiency; student |earning outcones;
post graduation enploynent in field of study; faculty productivity;
facilities stewardship; efficient and effective fiscal and nmanagenent
practices; cost of degrees; and research productivity.

(3) The governor and institutional negotiating teans shall identify
indicators and levels of performance that are clearly linked to the
role, mssion, and strategic plan of the institution.

NEW SECTION. Sec. 5. (1) Performance contracts shall include
grants to the institution, wunder the ternms of the contract, of
flexibility or waivers fromstate controls or regul ations.

(2) The higher education coordinating board and institutional

negotiating teanms shall identify areas where statutory change is
necessary to grant an institution flexibility or waivers of state
regul ati ons. The governor shall submt I|egislation necessary to

i npl enment a performance contract to the higher education commttees of
the senate and house of representatives for the 2005 |egislative
sessi on.

(3) The following areas may not be included in a perfornmance
contract:

(a) Flexibility or waivers of requirenents in a collective
bargai ni ng agreenent negotiated under chapter 28B.52, 41.56, 41.59,
41.76, or 41.80 RCW

(b) Flexibility or waivers of admnistrative rules or processes
governed by chapter 28B.52, 41.56, 41.59, 41.76, or 41.80 RCW

(c) Rules, processes, duties, rights, and responsibilities of the
academc faculty as contained in the faculty codes of the four-year
institution;

(d) Flexibility or waivers of requirenents under chapter 39.12 RCW

(e) Flexibility or waivers of admnistrative rules or other
regul ations that address health and safety, «civil rights, and
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nondi scrimnation |aws that apply to institutions of higher education;
and

(f) State laws covering ternms and conditions of enploynent,
including but not limted to salaries, job security, and health,
retirement, unenploynent, or any other enploynent benefits.

(4) Unlimted authority for institutions to establish tuition for
resi dent undergraduate students under the terns of a contract may not
be a subject of negotiation. The ternms of a contract nust include
assurance that the proportion of tuition revenue allocated to
institutional financial aid for needy students will be mintained or
increased. In turn, it is the legislature's intent to maintain state
support for higher education during the term of the contract and not
have students bear a disproportionate share of any increase in tuition

(5) Under the ternms of the contract with the research university,
return from technology transfer shall be mximzed to generate
i ncreased investnent in undergraduate and graduate instruction.

NEW SECTION. Sec. 6. (1) The governor shall present a prelimnary
draft of the performance contracts at a joint neeting of the higher
education conmttees of the senate and house of representatives in

Decenber 2004 for their review and input. The governor shall submt
the conpl eted performance contracts to the |egislature by January 15,
2005. Following public hearings, the legislature shall have the

opportunity, by concurrent resolution, to approve or reject each
performance contract as a whole.
(2) If the legislature rejects a submssion, the performance

contract shall be returned to the parties for renegotiation. If the
| egislature fails to act on a subm ssion, the performance contract
shall be termnated and the pilot process concluded for that

institution.
(3) Al cost itens contained within a performance contract shall be
subject to |l egislative appropriation.

NEW SECTION. Sec. 7. (1) Beginning Septenber 2005, the higher
educati on coordi nati ng board shall provide annual progress reports to
the higher education commttees of the senate and house of
representatives on inplenmentation of the performance contracts and any
short-term outcones. The overall purpose of the progress reports is to
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focus attention on key neasures of institution performance and gain an
i nproved under standi ng of the causes of success or |ack of success in
maki ng progress in achieving the goals in the contract.

(2) The Washington state institute for public policy shall conduct
an evaluation of the pilot performance contracts and nake
recomendati ons regarding change, continuation, or expansion of the
contract process to include additional colleges and universities. The
evaluation shall be submtted to the governor and higher education
commttees of the senate and house of representatives by January 15,
2008.

NEW SECTION. Sec. 8. Sections 1 through 7 of this act constitute
a new chapter in Title 28B RCW

NEW SECTION. Sec. 9. This act expires July 1, 2011.

~-- END ---
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